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The  Railway  Inquiry 

Openmg  Remarks 

Howard  Eluott 

MR.  CHAIRMAN  and  gentiemen  of  the  Commis- 
sion :  I  have  been  requested  by  the  Chairman  and 
the  General  Coimsel  of  the  Railway  Executives'  Associa- 
tion to  make  a  general  sUtement  here,  wluxh  I  will  make 
as  briefly  as  I  can,  because  I  appreciate  what  you  say 
about  condensing. 

In  your  call  of  November  28th  you  stated  that,  "The 
purpose  of  this  hearing  is  to  elicit  facts;"  and  Aat  is 
exactly  what  the  carriers  desire  to  have  brought  before 
the  Commission  and  before  the  whole  country  in  tiie 
clearest  possible  manner. 

There  is  today  abroad  in  the  land  some  misinformation, 
which  has  some  weight  in  llie  public  mind  and  in  liie 
minds  of  some  in  authority  in  state  and  national  govern- 
ments, and  also  has  weight  in  the  minds  of  a  great  many 
earnest  and  zealous  men  that  are  specialists  employed 
by  communities  and  organizations  to  safeguard  their 
particular  interests.  This  miamfwrmaiiioit,  or  lack  9i 
miormation,  tends  to  prodaee  erroneoaa  eonthtmemM 
that  are  hurtful  to  what  we  are  all  interested  in, 
wtam^y,  rmatarmtUm  of  bmammM  aetUftty  and  jMwt^ 
perity. 

All  Required  Information  to  Be  Supi^ied 

We,  therefore,  on  our  side,  welcome  very  modi  6ie 
opportunity  afforded  by  the  Commission  to  lay  the  en- 
tire situation  before  you  and,  tiirough  you,  before  the 

country. 

Your  notice  of  November  28th  is  only  about  two 
weeks  old,  and  obviously  it  has  been  impossible  to  get 

all  of  the  information  compiled  by  this  date,  but  we  are 
getting  all  of  the  necessary  information  together,  and 
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we  have  perfected  an  organization  for  the  purpose  of  giv- 
ing to  you  evenrtliing  liiat  we  can  that  will  help  out. 
That  organization  follows,  in  a  general  way,  the  orgam- 
zation  prepared  when  we  handled  Ex  Parte  74  (the  rate 
case  of  August,  1920)  before  you. 

The  Eastern  group  of  railroads  have  subdivided  tiiem- 
selves  into  a  Trunk  Line  group,  a  Central  Freight  Asso- 
ciation group  and  a  New  England  group.  The  Southern 
group  is  as  it  was  before ;  the  Western  group  is  as  it  was 
before.  For  each  one  of  these  groups  there  has  been 
created  an  executive  committee,  made  up  of  executive 
officers  and,  with  them,  committees  of  lawyers,  of  ac- 
countants and  of  traffic  officers. 

The  very  best  and  most  intelligent  men  tiiat  are  in  the 
service  of  the  carriers  will  appear  before  you,  in  due  time, 
to  answer  as  completely  as  they  can  the  thirteen  inquiries 
and  discuss  as  complete  as  diey  can  the  thirteen  sub- 
jects outlined  by  you  in  your  written  paper  of  November 
28th,  and  any  other  matters  that  you  may,  in  your  wis- 
dom, bring  up. 

Now,  I  think  it  may  fairly  be  said  that  the  representa- 
tives of  the  carriers,  while  appearing  necessarily  as  rep- 
resentatives and,  if  you  like,  advocates  of  this  great 
transportation  machine,  come  before  you  also  fully  im- 
bued with  a  spirit  of  looking  at  the  economic  situation 
of  the  United  States  and  of  tiie  world  as  a  whole. 

I  believe  these  railroad  officers  realize  that,  under  the 
very  iit»^<««al  economic  conditions  now  confronting  the 
world,  the  principles  laid  down  in  the  Transportation 
Act  cannot  be  carried  out  to  an  exact  arithmetical 
condusioa. 

RednctHNis  m  Rales  AlreMly  Made 

This  spirit  among  the  raiboads  and  their  officers  has 
already  been  evidenced  by  voluntary  adjustments  of  rates 
almost  countless  in  number.  The  Commission  knows 
of  tiiem  tfaonnighly         Mr.  Conuntssioner  Lewis  sub- 
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mitted  a  report  to  the  Hon.  Everett  Sanders  of  the 
House  of  Representatives  on  October  26th,  consisting  of 
some  40  pag^  showing  rate  reductions  cm  all  kinds  of 
commodities  made  since  the  decision  of  Ex  Parte  74, 
which  he  commented  on  at  that  time. 

Just  to  show  you  the  magnitude  of  the  work,  here  is 
the  report  Hiat  was  handed  to  me  this  morning  by  the 
Freight  Traffic  Manager  of  the  Northern  Pacific,  which 
I  simply  submit  as  giving  you  an  idea  of  the  amount  of 
work.  Here  are  a  hundred  pages  of  changes  in  tariffs 
of  the  Northern  Pacific  alone  since  the  Transportation 
Act  was  passed  1  That  is  only  for  one  railroad,  and  ev«ry 
other  railroad  has  been  doing  the  same  sort  of  thing. 

Reductions  in  Rates 

Now,  these  readjustments  have  been  going  on  in  many, 
many  directions.  As  you  know,  as  a  result  of  numerous 
negotiations  with  a  group  of  gentlemm  representing 
agriculture  and  industry  in  various  forms,  the  railroads 
finally  laid  before  you  a  plan  for  a  voluntary  10  per  cent 
reduction  in  the  carload  rates  on  certain  agricultural 
products. 

I  mention  all  these  reductions  now  simply  to  point  out 
that  the  carriers,  although  hardly  any  one  of  them  ^noe 
the  Transportation  Act  was  passed  has  earned  a  fair 
return  on  fair  value  during  the  past  year,  and  the  grou^ 
as  a  whole  have  not  anywfawe  nearly  done  so,  have  all 
been  alive  to  the  difficult  economic  conditions  confronting 
all  industry,  and  they  have  endeavored  in  part  to  meet 
those  difficulties. 

As  I  have  just  said,  the  carriers  proposed  a  10  per  cent 
reduction  in  these  carload  rates  on  certain  farm  products, 
not  because  the  earnings  of  the  carriers  justified  that  re- 
duction, but  for  the  purpose  of  helping  out  one  of  the 
great  fundamental  occupations  of  the  country. 

The  carriers  agree,  as  I  think  most  people  do,  that  die 
farming  industry,  the  agricultural  industry,  is  the  back- 
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bone  of  the  food  supply  of  ^kds  country.  It  is  the  founda- 
tion of  the  buying  power  of  the  countless  articles  made  by 
manufacturing  and  industrial  plants  all  over  the  country ; 
and  the  success  or  failure  of  agriculture  has  much  to  do 
with  the  success  or  failure  of  every  other  industry,  in- 
cluding transportation. 

I  am  violating  no  confidence  when  I  say  that,  early  in 
last  October,  or  late  in  September,  the  railway  executives, 
in  their  effort  to  do  what  they  could  to  take  a  forward 
step  in  encouraging  the  development  of  business,  had  in- 
terviews here  in  Washington  with  a  great  many  repre- 
sentative people,  including  the  President  of  the  United 
States.  We  had  a  very  frank  and  full  discussion  with  him, 
and  he  suggested  that  the  railroads  see  if  they  could  not 
^}e»  a  first  step  in  trying  to  bring  about  some  economic 
readjustment  that  would  help  bring  down  the  cost  <rf 
living,  help  bring  down  wages,  and  help  start  our  indus- 
trial army  on  a  new  forward  and  upward  march. 

We  have  done  that.  We  took  his  suggestion  into  con- 
sideration, and  as  a  result  of  all  the  consideration  and  dis- 
cussion we  laid  this  platform  down  before  you  a  short 
time  ago,  of  a  voluntary  reduction,  with  simply  the  idea 
<rf  doing  what  we  could  in  starting  the  readjustment. 

We  have  that  spirit  very  strongly.  It  is  a  world  spirit 
right  now,  perhaps,  shown  here  in  this  wonderful  confer- 
ence going  on  about  limitation  of  armament,  and  in  the 
spirit  shown  by  the  nations  in  accepting  things  that  a  year 
ago  they  would  not  have  accepted. 

Hie  Raihronds'  Need  for  Co-operation 

We  sometimes  feel  that  the  spirit  of  help  that  we  have 
evinced  in  the  numerous  reductions  in  rates  already  made 
and  in  those  we  are  suggesting  has  not  been  evidenced 
sufficiently  in  other  directions. 

Not  long  ago  the  live  stock  men  of  a  certain  region 
waited  upon  the  executives  <d  the  roads,  telling  them  of 
Hie  serious  condition  of  the  live  stock  business ;  and  I  can 
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sympathize  witii  that,  because  I  have  a  lot  of  cattie,  my- 
self, and  I  cannot  sell  them  today  for  what  I  paid  for  them. 
They  asked  for  reductions  in  rates.  The  live  stodk  men 
were  asked  if  any  of  the  other  elements  in  getting  their 
live  stock  from  tiie  range  or  the  feeding  ground  to  market 
were  being  reduced ;  and  they  said  nobody  db»  was  re- 
ducing, but  they  wanted  the  railroads'  rates  reduced. 

Now,  in  otdtx  to  get  this  thing  worked  out  we  have  all 
got  to  help.  I  happen  to  produce  apples  in  the  Yakima 
Valley,  in  Washington.  I  get,  for  my  apples,  about  a  cent 
each.  The  freight  rate  to  New  York  is  from  a  half  to 
three-quarters  of  a  cent.  So  that  the  apple  and  the  rate 
are  not  to  exceed  two  cents.  When  I  want  to  buy  my 
apple  irom  tiie  grocor  I  pay  fr<Hn  five  or  ten  to  fifteen 
cents.   So  it  is  not  all  in  the  freight  rate. 

Hd|p  Towards  Economic  A4justment 

These  are  very  trite  illustrations,  but  I  give  them  be- 
cause th^e  has  got  to  be  help  in  this  great  economic  ad- 
justment from  others  than  1^  railroads. 

I  would  like  to  say  a  word  about  deflation  and  inflation. 
During  the  war,  agriculture  and  industry  generally  were 
more  or  less  inflated,  and  tiiere  wHe  received  very  mudi 
higher  prices  for  the  articles  produced  than  prior  to  the 
war.  Fanners  and  farm  plants  improved  their  condition 
very  much,  and  agricultural  lands  were  sold  at  prices 
never  before  dreamed  of.  Securities  representing  manu- 
facturing plants  were  much  higher  in  value  and  in  price. 
And  a  great  many  manufacturing  enterprises  were  able  to 
make  their  prices  during  the  war  on  such  a  basis  that 
there  were  large  profits,  either  in  numey  or  in  additicMis 
to  their  plants  and  facilities,  so  that  they  are  now  ia  a 
much  better  position  than  they  were  before  the  war. 

I  think  all  will  admit  that  there  was  a  period  of  infla- 
tion and  of  c<msiderable  prosperity  for  both  the  farmer 
and  the  manufacturer.  It  was  not,  however,  so  for  the 
raikoads.  They  got  a  scanty  living  through  payments 
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from  the  Government,  in  order  to  keep  them  going ;  but, 
iinf ortiinately,  their  properties  were  returned  to  them 
deteriorated  as  to  their  physical  condition,  demoralized 
as  to  their  personnel,  and  with  many  new  and  difficult 
methods  of  management  and  high  wage  costs  imposed 
upon  them. 

These  conditions  growing  out  of  war  and  governmental 
cimtrol  are  being  corrected  slowly  by  the  hardest  kind  of 
work  between  the  managements  and  the  men,  and  with 
the  governmental  agencies  which,  under  the  Transporta- 
tion Act,  have  the  final  power  in  each  of  these  matters. 

Al  M«st  Shaatm  the  Bordsn  oi  DeOstioii 

Deflation  today  is  taking  place  in  many  directions,  and 
all  of  us  have  got  to  bear  part  of  the  burden.  The  farmer 
has  felt  the  full  force  of  this,  and  from  the  high  and  pros- 
perous coaditicm  in  which  he  lived  during  the  war,  h»  has 
had  to  come  down  a  long  way.  And  tiiis  naturally  hurts 
him,  and  it  hurts  the  whole  situation,  and  he,  not  imnat- 
nrally,  looks  around  for  relief. 

The  carriers  have  felt  that  agriculture  was  one  of  the 
great  industries  in  this  country  that  they  should  recog- 
nize, if  it  were  in  their  power  to  help  it  by  a  moderate 
reduction  in  rates.  And  it  was  for  that  broad  general 
purpose,  after  our  interview  with  the  President,  Mr. 
Hoover  and  othons,  that  we  recomnimded  that  there  be 
made,  as  a  step  forward  in  trying  to  help  out  in  the  ex- 
isting situation,  a  reduction  in  rates,  not  because  we 
could  afford  to  do  it  from  many  standpoints,  but  just 
upon  the  ground  of  helping  out. 

Now,  manufacturing  enterprises  are  also  deflating,  and 
Hait  same  may  be  said  about  the  jobbing  and  daittributtng 
business. 

It  is  a  slow  and  difficult  process,  but  here  again 
these  two  dasses  of  Imman  industry  had  the  chance 
for  great  prosperity,  large  profits  and  great  additions 
to  their  plantM  dmiitg  the  war,  and  many  of  them 
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availed  themselves  of  that  opportunity,  hat  the  raU- 
raade  did  not  have  that  chance. 
What  is  generaUy  described  as  ''labor"'  has  ahready 

been  hurt  by  unemployment  and  by  some  reductiwi  in 
wages,  which,  however,  has  not  affected  the  great  trans- 
portation interests  to  tiie  extent  that  it  should,  if  wliat 
some  of  the  people  of  the  country  want,  namely,  lower 
transportation  charges,  are  to  be  brought  about. 

And  it  would  seem  as  if  labor,  through  its  great  lead- 
ers, ought  to  recognize  promptly  that  this  deflation  pro- 
cess is  g<Hng  on  and  admit  that  it  must  come  and  allow 
a  lower  unit  of  wage  in  many  directions,  not  only  on  tl» 
railroads,  but  in  the  mines  and  in  the  building  trades,  all 
of  wkdxh  would  mean  the  en^loyment  of  more  men,  a 
lower  imit  price  on  many  articles  that  are  used  by  all, 
and  thus  tend  to  reduce  the  cost  of  living  and  help  to 
break  the  present  endless  chain  of  expense. 

The  RaflwMidb  As  Bayers  of  Mbtmb 

Such  a  policy  would  be  extremely  helpful  to  the  rail- 
roads, because  tfaeb>  direct  labor  bill  is  so  very  large  a 
part  of  their  total  expenses,  and  they  are  such  heavy 
buyers  of  materials  the  cost  of  which  is  made  up  so 
largely  of  labor.  When  they  are  prosperous,  as  we  all 
know,  they  are  very  large  buyers — ^perhaps  the  largest 
buyers— of  many  articles,  which  means  employment  to 
mta  and  a  greater  demand  f<Mr  food  and  other  articles, 
thus  helping  all  along  the  line. 

The  country  pays  a  very  big  bill — through  rates — ^for 
tiie  transportation  service  furnished  by  the  railroads. 
But  the  country  is  a  very  big  country,  and  the  amount 
of  transportation  furnished  is  very  large.  The  produc- 
iien  of  it  i»  oxtromely  eoelly,  and  today  thmro  is  no 
adequate  return  to  the  plant  that  furnishes  the 

It  should  be  remembered  tiiat  for  many  years  prior 
to  the  war  the  genial  level  of  rates  was  not  sufficiently 
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high  to  protect  this  natioiial  indiutry  of  transportation, 
and  there  was  danger  to  everybody,  to  agriculture  and  to 
all  kinds  of  industry,  of  the  supply  of  transportation  not 
being  adequate  for  the  needs  of  the  country.  Therefore, 
to  cure  that  economic  difficulty,  effort  was  made  through 
the  Transportation  Act  and  through  the  rates  permit- 
ted by  the  Commissioii  under  that  Act. 

These  rates  are  higher  than  they  were  before  the  war, 
hat  they  werm  thmn  far  too  low  imrmi^iy,  and  vf  arm 
cmnparing  today  with  an  indefensible  basis,  if  the 
country  is  to  continue  private  operation  and  owner- 
ship of  rmbroads,  sahjoet  to  pabUc  rmgalatian. 

Critics  of  the  general  level  of  rates  ought  to  remember 
and  consider  how  out  of  balance  rates  were  before  the 
war  and  that  today,  while  some  rates  may  be  too  high, 
the  general  level  of  rates  approved  by  Ex  Parte  74,  with 
these  numerous  adjustments  made  since,  is  probably  not 
too  high,  considering  what  the  railroads  have  to  pay  for 
wages,  fnel  and  siqipties  g^ierally ;  also  that  the  increase 
also  in  this  country  because  of  changed  conditions  here 
has  not  been  nearly  so  great  as  the  increase  in  transporta- 
tion dmrgts  in  many  odier  countrira  which  have  suffered 
from  the  same  world-wide  conditions  that  we  have  be- 
cause of  the  increase  in  the  prices  of  wages  and  materials 
used  by  their  respective  transportatioii  systems. 

Rates,  In  Earlier  Years,  Too  Low 

Again,  the  raikoads  of  this  country  have  always  be- 
Ueved  hi  makmg  as  low  rates  as  they  possibly  could,  and 

some  of  us  think  they  did  over-do  it  at  times.   In  fact. 


• 

mil 

una 

rate 

as  well  as  the  maximum.  The  railroads  wanted  as  low 
rates  as  diey  could  have,  because  of  the  great  distances 
here  and  because  they  wanted  the  widest  distributioB 
and  the  greatest  exchange  of  all  kinds  of  commodities. 
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Ths  owners  and  managers,  however,  of  these  great  rail- 
roads are  trustees,  holding  these  properties  for  giving 
service  to  the  public,  and  they  must,  in  making  their 
rates  and  in  presenting  facts  to  this  Commission  and  to 
the  public  about  their  business,  about  the  charges  they 
make  for  service,  realize  that  they  have  a  paramount 
duty  in  maintaining  a  safe  and  adequate  transportation 
machine,  and  in  managing  it  honestly,  efficiently  and 
economically. 

To  pormk  wastage  through  inadequate  rates 
means  a  deterioration  oi  the  properties  mritkm  their 

charge,  which  will  tend  to  prevent  their  serving  the 
psMie  adequately  and  to  gfermit  su€h  wsastage  is  not 
honest,  e/Heient  and  eeononueei,  any  more  than  it  is 

to  permit  wastage  in  labor,  if  they  can  control  it,  or  in 
the  use  of  material  or  in  any  other  form  of  management. 

Now  rates,  of  course,  have  a  bearing  on  the  develop- 
ment and  success  of  agriculture  and  of  industry ;  but  they 
are  not  die  only  important  elonents  in  the  problem  that 
the  country  is  now  considering  and  that  you  will  have  to 
consider  in  coming  to  a  conclusion  about  this  particular 
matter. 

For  ezanqde,  today  the  labor  cost  of  putting  up  a 
house  is  far  more  important  than  ^  rate  on  the  material 
itself,  and  the  labor  cost  is  a  much  greater  deterrent  to 
solving  the  important  housing  problem  of  the  country 
than  is  the  railroad  rate.  This  labor  cost  goes  back  into 
the  lumber,  the  steel,  the  iron,  the  brick,  the  cement,  and, 
of  course,  it  is  very  evident  in  the  wages  received  by  the 
men  actually  engaged  in  placing  the  material,  after  it  has 
been  put  on  the  ground,  in  the  form  of  a  house. 

Many  OUmt  Faeters  to  Consider  Besides  Rates 

I  feel,  therefore,  ^t  it  is  very  important,  not  only  for 

us,  the  railroads,  but  for  these  gentlemen  who  think  our 
view  magr  not  be  correct,  and  the  Commission,  to  be  just 
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and  without  {vejudice,  and  to  realize  that  there  are  a 
great  many  factors  besides  rates  which  are  affecting  busi- 
ness today. 

A  awmmpmg  rmdaeiion  in  tM  raim  mmdd  mol,  m  my 
judgment,  at  this  time  increase  hwuiness,  ior  many 
other  things  nuMst  be  settled  before  we  obtcdn  what 
woe  oil  dewirm   that  U,  m  emt^latm  rmmatd  oi  indmtry 

in  this  country. 

I  refer  to  such  matters  as  our  various  foreign  questions, 
which  seem  to  be  in  a  fair  way  of  adjustment  by  the  won- 
derful conference  now  going  on  here ;  the  tariff  question, 
which  Congress  now  has  in  hand,  and  which  is  most  diffi- 
cult; the  tax  question,  which  has  been  partially  settled 
and  which  is  even  more  difficult  than  this  railroad  rate 
question,  and  the  general  financial  condition  of  the  world. 

A  word  now  about  the  Transportation  Act,  which  today 
is  our  guide.  The  country  debated  the  general  subject 
for  a  long  time— Congress  did— and  finally  passed  the 
bill.  It  has  been  the  law  only  about  twenty  months. 
During  some  of  those  months  business  was  depressed  and 
disturbed,  and  I  think  it  can  truthfully  be  said  that  the 
Act  has  not  had  a  fair  trial. 

The  country,  in  that  Act,  declared  for  a  national  rail- 
road policy,  and  the  supreme  power  of  the  nation, 
through  the  Commerce  Commission,  over  questions  of 
dispute;  also  for  a  policy  of  self -support  for  the  carriers 
out  of  the  service  they  readied  to  the  public  The  puh* 
lie,  after  tiiis  long  debate,  turned  away  from  the  doctrine 
of  supporting  their  transportation  system  through  taxa- 
tton,  and  ateo  turned  away  friHU  Government  ownerdiip. 

How  Varying  Condilieiis  CiMiive  ArgwmiHli 

There  was  very  little  oon^laint  about  this  Transporta- 
tion Act  up  to  a  year  ago,  or  about  the  rates  under  it. 
The  big  complaint  was  that  the  country  needed  more 
cars,  m<»re  engines,  more  tracks,  more  facilities,  and  the 
demand  only  a  little  over  a  year  ago  wbm  to  move  the 
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grain  and  coal  and  the  fruit  and  all  the  necessary  things 
that  had  to  be  moved.  Even  tins  year  there  has  been 
a  very  large  demand  for  moving  the  fruit,  and  a  fear  that 
we  could  not  do  it. 

This  satne  hind  of  complaint  is  apt  to  come  again, 
and  in  even  a  more  marked  degree,  anless  the  car- 
riers are  allowed  to  be  self-supporting  through  rates, 
mo  that  they  can  have  an  adequate  nmehinm, 
unless  the  people  are  going  to  take  the  back  track  and 
say,  "We  would  rather  support  our  railroads  through 
taxation;"  and  unless  they  want  to  take  over  the  roads 
absolutely  and  have  the  Government  own  and  run  them. 

But  they  decided  they  did  not  want  to  do  that.  To  my 
mind,  it  would  be  unfortunate,  in  this  time  of  depression, 
and  some  excitement  perhaps,  to  debate  those  two  great 
questions.  So  it  seems  to  me  most  important,  in  con- 
sidering what  all  will  admit  is  a  difficult  economic  situa- 
tion in  this  country,  to  be  guided  by  the  general  prin- 
ciples laid  down  in  the  Transportation  Act  until  such 
tune,  after  very  careful  consideration  and  discussion  and 
debate,  the  Congress,  in  its  wisdom,  may  decide  to 
change  any  of  those  principles.  We  do  not  know  where 
we  would  go  now  if  we  departed  from  tfaem. 

Of  course,  everybody  will  admit  that  there  must  be  an 
effective  and  adequate  transportation  machine.  It  is 
very  trite  to  say  that,  but  sometimes  it  is  f  wgotten  in  tiie 
burdens  that  disturb  the  individual  man,  whether  he  be 
farmer,  manufacturer  or  miner,  it  is  jost  a»  import 
tant  to  MTcfc  of  those  gentiemen,  in  the  iong  ran,  to 
make  certain  that  he  is  going  to  have  service  €U  it  is 
to  the  rmbroads. 

One  very  important  {Mrinciple  in  tiie  Transportation 
Act  is  that  the  carrier  shall  be  allowed  rates  that  will, 
as  neuly  as  may  be,  produce  a  fair  return  on  its  fair 
value. 

I  happened  to  be  in  conference,  the  last  two  months, 
quite  frequently  witii  a  lepresentative  groi^  of  geotle- 
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men,  covering  all  forms  oi  farming,  industry  and  manu- 
facturing, and  not  one  of  them  has  denied  that  principle. 
They  say,  "Why,  of  course,  you  are  entitled  to  a  fair  re- 
turn upon  your  fair  value.  We  do  not  deny  Htmt  for  one 
minute.*' 

The  Carriers  Have  Not  Eunned  A  Fair  Rstam 

The  economic  condition  of  the  country,  however,  has 
been  sudi  that  the  carriers  have  not  been  able  to  ap- 
proach that,  and  they  realize  that  they,  in  common  with 
others,  must  suffer  somewhat  from  the  present  general 
defwession  and  dislocated  watld  conditions. 

But  it  should  be  remembered  that  the  carriers  had  no 
large  profits  in  die  period  of  inflation,  and,  as  they  are 
quasi-public  servants,  controlled  in  their  earmngs  and 
expenditures  by  governmental  agencies,  the  greatest  care 
should  be  taken  now  not  to  take  away  from  them  and 
give  to  others  to  such  an  extent  that  the  carriers  cannot 
obtain  money  with  which  to  maintain  and  operate  their 
properties  properly,  pay  interest  on  their  bonds,  and  pay 
some  return  to  their  owners  (because  the  bonds  and 
stocks,  as  you  know,  are  so  widely  distributed  all  over 
the  country),  and  also  be  in  a  position  to  get  some  new 
money,  against  the  time  when  business  comes  back  to  a 
higher  level  than  we  have  ever  before  seen  it  in  this 
country.  It  may  not  come  in  1922,  but  it  surdy  will 
come;  and  then  the  cry  will  be,  "The  railroads  haven't 
the  facilities  with  which  to  do  this  great  business."  That 
we  feel  will  sur^y  come. 

As  to  Prapoeod  Railroad  Ecoaoaaies 

Railroad  management  and  operadon  are  not  perfect,  and 
no  railroad  manager  claims  that  they  are;  but  we  are 
striving  all  the  time  to  do  better,  to  adopt  new  methods, 
to  use  new  devices,  and  to  make  a  dollar  go  as  far  as  we 
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can.  We  are  very  glad  to  have  suggestions,  but  we  want 
to  have  confidence  in  the  man  or  men  that  make  the  sug- 
gestions and  feel  that  he  or  they  have  had  the  nperience 
with  which  to  back  them  up;  and,  unfortunately,  diat  has 
not  always  been  the  case. 

Suggestions  have  been  made  by  economists,  and  by 
diose  not  fanuliar  with  raikoad  management  and  opera- 
tion that  the  raihroads  can  do  so  and  so;  but  the  sugges- 
tions are  often  so  impracticable  that  they  cannot  be  car- 
ried into  effect. 

But,  since  the  present  American  railroad  system  be- 
gan to  develop  itself  in  1870,  in  spite  of  errors  and  mis- 
takes that  can  be  pointed  out  and  that  are  common  to 
aU  human  endeavor,  a  very  marvelous  piece  of  work  has 
been  done  and  an  eiu>rmous  commerce  moved  with  fair 
success  to  die  country  as  a  whole. 

The  covmtry  has  increased  and  prospered  along 
momry  Unm  much  mare  than  have  the  carriers  that 
performed  the  transportatUm  aenfSees  that  warm 
each  an  important  element  in  aiding  the  great  growth 
oi  the  iaet  iHty  yean. 

In  my  humble  opinion,  we  are  going  to  have  another 
great  growdn-in  fact,  I  believe  die  next  fifty  years  will 
be  the  most  glorious  period  of  American  history  and  that 
we  will  take  a  position  in  the  world  that  no  nation  has 
ever  taken  before— and  it  is  very  essential  that  this 
transportation  machine  should  be  put  and  kept  in  ccHn- 
plete  repair  and  increased  in  its  capacity  and  size  before 
money,  men  and  materials  are  used  for  non-essential 
work. 

We  need  trackage,  terminals,  motive  power — ^not  to- 
day, but  looking  ahead  we  need  them!— «nd  we  need 
better  facilities  for  caring  for  equipment  and  suitable 
working  ccmdtdons  for  our  men. 

Today  there  is  a  great  deal  of  unemployment,  and  there 
is  a  tendency  on  the  part  of  the  nation,  sUtes,  counties 
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and  cities  to  encourage  public  works,  work  on  railroads, 
etc,  so  as  to  employ  these 

Money  Should  Not  Be  Spent  for  Nm-FitTntiah 

It  is  hoped,  therefore,  that  progressive  and  ambitious 
communities  will  not  assume  that  the  raihxmds  have  un- 
limited money  for  things  like  elaborate  passenger  sta- 
tions, grade  separations  and  other  non-essentials.  Every 
dollar  of  the  limited  amount  of  railroad  money  that  is 
diverted  to  that  channel  is  taken  away  from  the  strength- 
ening of  the  railroad  in  its  essentials  and  in  mairiwg  such 
payments  vipoa  its  securities  as  are  absohttely  necessary 
hi  order  to  sustain  credit  and  to  move  forward  in  the 
future  as  a  going  concern. 

The  law  and  the  Commission  both  say,  very  properly, 
that  operation  must  be  honest,  efficient  and  economical. 
That,  however,  can  be  obtained  only  by  having  individual 
producers  and  consumers  of  transportation  honest,  effi- 
cient and  economical.  A  railroad,  as  such,  cannot  be 
honest,  efficient  and  economical.  Everybody,  from  the 
president  down  to  the  water  boy,  must  be  honest,  effi- 
cient and  economical ;  and  the  shipper  can  help,  as  he  did 
during  the  war. 

Therefore,  it  would  seem,  in  these  trying  times,  as  if 
all  railroad  users  and  raihroad  employes  should  carry  out 
the  spirit  and  letter  of  the  law  and  help  the  coimtry  con- 
serve its  transportation  machine  by  i^liminatifig  waste 
and  by  co-operation  in  the  highest  degree. 

So  you,  in  your  notice,  have  very  properly  laid  stress, 
in  some  of  the  subjects  motioned,  on  items  that  bear 
directly  on  honesty  and  efficiency  and  economy  in  opera- 
tion ;  and  it  is  the  purpose  of  these  carriers,  through  the 
best  men  they  can  get,  to  lay  before  you  and  befwe  the 
country  all  the  information  they  can  bring  here,  as  to 
what  they  have  done,  what  they  are  doing  and  what  they 
are  trying  to  do  along  those  lines. 
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Big  Impiwiimwili  CUl  for  Gapitid 

We  all  know  that  s<mie  further  economies  are  possible, 
but  they  depend  largely  on  two  factors  that  cannot  be 
put  into  effect  at  once.  One  of  these  is  the  spending  of 
mmey,  for  capital  account,  in  the  creation  of  better  facili- 
ties, such  as,  among  others,  reduced  grades,  better  termi- 
nals and  devices  for  handling  freight  therein,  both  in 
yards  and  in  freight  houses;  a  better  supply  of  high- 
powered  and  rapid  working  tools  in  all  shops  and  round 
houses  where  mechanical  work  is  done;  improved  water 
supply;  improved  fuel  stations,  and  a  better  class  of  fuel, 
and  so  forth.   But  it  is  a  slow  process. 

Second:  the  actual  price  paid  to  the  individual  work- 
man and  the  devdopment  in  him  of  a  spirit  that  it  is  his 
duty,  as  an  American  citizen,  to  do  all  he  can  to  bring 
down  the  cost  of  transportation  because  of  the  help  such 
raduction  will  be  in  working  out  the  soundest  possible 
general  economic  scheme  for  the  whole  country. 

And  this  same  doctrine,  in  my  humble  opinion,  ought 
to  be  applied  to  tiiose  who  work  in  the  mines,  the  facto- 
ries, and  the  forests,  because  fuel  and  material  prices  are 
so  in^ortant  that  they  affect  all  of  us,  and  they  are  large- 
ly now  a  que8ti<m  of  wage. 

The  war  dislocated  a  lot  of  these  things,  and  we  are 
slowly  getting  back  to  what  we  call  old-fashioned  ideas 
of  hard  work  and  maximum  output 

Summary  of  tiw  RaOrMidB^  Case 

Now,  gentlemen,  to  try  to  recapitulate  for  a  minute— 

and  I  am  free  to  say  that  I  am  speaking  my  own  views, 
rather  than  any  views  arrived  at  by  any  conference : 

The  carriers  stand  here  and  are  glad  to  be  here  to  hdp 
in  every  way  they  can  in  the  discussion  and  investigati<m 
of  the  problem  before  you. 

We  want  to  give  you,  and  to  give  the  conatrjr,  all  the 
facts  we  can. 
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We  desire  to  impress  upon  you,  and  upon  the  country, 
that,  while  we  are  anxious  to  co-operate  in  every  reason- 
able way,  through  a  readjustment  of  rates,  with  agri- 
culturcy  industry  and  labor,  so  as  to  bring  about  better 
ecooKMoic  coiiditioni»  we  beUeve  that  the  carriers  most  be 
allowed  to  lire  and  grow,  in  the  k^rett  erf  the  eontry 
as  a  whole. 

We  want  to  point  out  to  you  that  there  was  practically 
no  inflation  in  the  transportation  business  during  the  war, 
and,  therefore,  there  is  a  much  less  margin  and  oi^or- 
tonity  ior  deflation  now. 

We  want  to  9oiot  oat  tbat  A»e  is  a  danger  of  giving 
too  mneh  weiglit  to  die  rate  itself  and  ita  effect 

on  business.  Reductions  below  tiie  Umit  of  adequacy  may 
do  the  country  more  harm  than  good. 

We  want  to  suggest  to  you  that  the  principles  adopted, 
after  long  discussion  in  the  country  and  debate  in  Con- 
gress, and  placed  in  the  Transportation  Act  are  pretty 
safe  guides  to  be  followed  at  this  time  and  until  such 
time  aa  tiie  €oaBtxy»  in  its  wisdom,  maj  set  op  a  new 
gidde  poet. 

And  we  want  to  assure  you  tiiat  we  are  d<^ng  all  tliat 

we  can  each  day  witii  onr  powers,  limited  quite  largely  in 

our  dealings  with  our  employes  by  the  Transportation 
Act,  to  manage  the  properties  entrusted  to  our  care, 
honestly,  efficiently  and  economically. 

And  we  want  to  bring  about,  as  rapidly  as  we  can, 
having  due  regard  to  maintaining  the  properties  entrusted 
to  onr  care,-Haot  <mly  for  their  usefulness  today,  but  look- 
mg  ahead  to  wliat  is  bound  to  come,  a  higlMr  lerd  of 
business  we  want  to  bring  about  rednctimis  in  rates 
that  will  be  helpful  to  agriculture,  manufacturing  and 
commerce  generally. 

Finally,  we  want  to  urge  upon  you— I  know  you  ap- 
preciate it,  and  I  hesitate  to  say  this — we  want  to  urge 
npoa  you  that  the  greatest  speed  consistent  with  a  com- 
|dete  eauunination  of  the  facts  and  conditions  be  made  in 
coodoeting  tliese  bearings,  ao  Hiat  a  prompt  decision  may. 
be  readied. 
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The  present  uncertainties  and  the  constant  talk  about 
reduced  rates  are  having  a  very  substantial  effect  in 
keeping  business  back  and  preventing  ^  emplojrment  <rf 
labor — much  more  so,  in  my  humble  opinion,  than  tib« 

rates  themselves. 
As  I  have  just  stated  to  you,  Ae  groups  representing 

different  sections  of  the  country  are  organized;  some  of 

them  are  very  nearly  ready,  I  understand,  with  their 

work,  and  they  are  here,  heartily  and  wholly  at  your 

service,  to  try  to  help  make  this  economic  situation 
better. 

I  believe  I  speak  for  th^  when  I  say  diat  they  are 

here,  not  only  as  railroad  men  and  experts,  but  as  citizens 
of  the  United  States,  who  realize  the  difficulties  confront- 
ing our  country  and  Ae  vrorld,  and  they  want  to  help 
in  every  way  they  can,  and  will  do  so. 
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